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the notice will stay the commence-
ment of administrative wage garnish-
ment, but not necessarily other collec-
tion procedures; and 

(iii) The name and address of the of-
fice to which the request for a hearing 
should be sent. 

(11) How a debtor who is a Federal 
employee subject to Federal salary off-
set may request a hearing (see § 5.12(e) 
of this part), including: 

(i) The method and time period for 
requesting a hearing; 

(ii) That the timely filing of a re-
quest for a hearing on or before the 
15th calendar day following receipt of 
the notice will stay the commence-
ment of salary offset, but not nec-
essarily other collection procedures; 

(iii) The name and address of the of-
fice to which the request for a hearing 
should be sent; 

(iv) That the Treasury entity will 
refer the debt to the debtor’s employ-
ing agency or to the Financial Manage-
ment Service to implement salary off-
set, unless the employee files a timely 
request for a hearing; 

(v) That a final decision on the hear-
ing, if requested, will be issued at the 
earliest practical date, but not later 
than 60 days after the filing of the re-
quest for a hearing, unless the em-
ployee requests and the hearing official 
grants a delay in the proceedings; 

(vi) That any knowingly false or friv-
olous statements, representations, or 
evidence may subject the Federal em-
ployee to penalties under the False 
Claims Act (31 U.S.C. 3729–3731) or 
other applicable statutory authority, 
and criminal penalties under 18 U.S.C. 
286, 287, 1001, and 1002, or other applica-
ble statutory authority; 

(vii) That unless prohibited by con-
tract or statute, amounts paid on or 
deducted for the debt which are later 
waived or found not owed to the United 
States will be promptly refunded to the 
employee; and (viii) That proceedings 
with respect to such debt are governed 
by 5 U.S.C. 5514 and 31 U.S.C. 3716; 

(12) How the debtor may request a 
waiver of the debt, if applicable (see, for 
example, Treasury Directive 34–01 
(Waiving Claims Against Treasury Em-
ployees for Erroneous Payments), set 
forth at Appendix A of this part and at 
http://www.treas.gov/regs); 

(13) How the debtor’s spouse may 
claim his or her share of a joint income 
tax refund by filing Form 8379 with the 
Internal Revenue Service (see http:// 
www.irs.gov) 

(14) How the debtor may exercise 
other statutory or regulatory rights 
and remedies available to the debtor; 

(15) That certain debtors may be in-
eligible for Federal Government loans, 
guaranties and insurance (see 31 U.S.C. 
3720B, 31 CFR 285.13, and § 5.17(a) of this 
part); 

(16) If applicable, the Treasury enti-
ty’s intention to suspend or revoke li-
censes, permits or privileges (see 
§ 5.17(b) of this part); and 

(17) That the debtor should advise the 
Treasury entity of a bankruptcy pro-
ceeding of the debtor or another person 
liable for the debt being collected. 

(b) Exceptions to notice requirements. A 
Treasury entity may omit from a no-
tice to a debtor one or more of the pro-
visions contained in paragraphs (a)(6) 
through (a)(17) of this section if the 
Treasury entity, in consultation with 
its legal counsel, determines that any 
provision is not legally required given 
the collection remedies to be applied to 
a particular debt. 

(c) Respond to debtors; comply with 
FCCS. Treasury entities should respond 
promptly to communications from 
debtors and comply with other FCCS 
provisions applicable to the adminis-
trative collection of debts. See 31 CFR 
part 901. 

§ 5.5 How will Treasury entities add 
interest, penalty charges, and ad-
ministrative costs to a Treasury 
debt? 

(a) Assessment and notice. Treasury 
entities shall assess interest, penalties 
and administrative costs on Treasury 
debts in accordance with the provisions 
of 31 U.S.C. 3717 and 31 CFR 901.9, on 
Treasury debts. Interest shall be 
charged in accordance with the re-
quirements of 31 U.S.C. 3717(a). Pen-
alties shall accrue at the rate of 6% per 
year, or such other higher rate as au-
thorized by law. Administrative costs, 
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that is the costs of processing and han-
dling a delinquent debt, shall be deter-
mined by the Treasury entity col-
lecting the Treasury debt. Treasury en-
tities may have additional policies re-
garding how interest, penalties, and ad-
ministrative costs are assessed on par-
ticular types of debts. Treasury enti-
ties are required to explain in the no-
tice to the debtor described in § 5.4 of 
this part how interest, penalties, costs, 
and other charges are assessed, unless 
the requirements are included in a con-
tract or repayment agreement. 

(b) Waiver of interest, penalties, and 
administrative costs. Unless otherwise 
required by law, Treasury entities may 
not charge interest if the amount due 
on the debt is paid within 30 days after 
the date from which the interest ac-
crues. See 31 U.S.C. 3717(d). Treasury 
entities may waive interest, penalties, 
and administrative costs, or any por-
tion thereof, when it would be against 
equity and good conscience or not in 
the Treasury entity’s best interest to 
collect such charges, in accordance 
with Treasury guidelines for waiving 
claims against Treasury employees for 
erroneous overpayments. See Treasury 
Directive 34–01 (Waiving Claims 
Against Treasury Employees for Erro-
neous Payments) set forth at Appendix 
A of this part and at http:// 
www.treas.gov/regs. Legal counsel ap-
proval is not required to waive such 
charges. Cf., §§ 5.7 and 5.8 of this part, 
which require legal counsel approval 
when compromising a debt or termi-
nating debt collection activity on a 
debt. 

(c) Accrual during suspension of debt 
collection. In most cases, interest, pen-
alties and administrative costs will 
continue to accrue during any period 
when collection has been suspended for 
any reason (for example, when the 
debtor has requested a hearing). Treas-
ury entities may suspend accrual of 
any or all of these charges when ac-
crual would be against equity and good 
conscience or not in the Treasury enti-
ty’s best interest, in accordance with 
Treasury guidelines for waiving claims 
against Treasury employees for erro-
neous overpayments. See Treasury Di-
rective 34–01 (Waiving Claims Against 
Treasury Employees for Erroneous 

Payments), set forth at Appendix A of 
this part and http://www.treas.gov/regs. 

§ 5.6 When will Treasury entities allow 
a debtor to pay a Treasury debt in 
installments instead of one lump 
sum? 

If a debtor is financially unable to 
pay the debt in one lump sum, a Treas-
ury entity may accept payment of a 
Treasury debt in regular installments, 
in accordance with the provisions of 31 
CFR 901.8 and the Treasury entity’s 
policies and procedures. 

§ 5.7 When will Treasury entities com-
promise a Treasury debt? 

If a Treasury entity cannot collect 
the full amount of a Treasury debt, the 
Treasury entity may compromise the 
debt in accordance with the provisions 
of 31 CFR part 902 and the Treasury en-
tity’s policies and procedures. Legal 
counsel approval to compromise a 
Treasury debt is required as described 
in Treasury Directive 34–02 (Credit 
Management and Debt Collection), 
which may be found at http:// 
www.treas.gov/regs. 

§ 5.8 When will Treasury entities sus-
pend or terminate debt collection 
on a Treasury debt? 

If, after pursuing all appropriate 
means of collection, a Treasury entity 
determines that a Treasury debt is 
uncollectible, the Treasury entity may 
suspend or terminate debt collection 
activity in accordance with the provi-
sions of 31 CFR part 903 and the Treas-
ury entity’s policies and procedures. 
Legal counsel approval to terminate 
debt collection activity is required as 
described in Treasury Directive 34–02 
(Credit Management and Debt Collec-
tion), which may be found at http:// 
www.treas.gov/regs. 

§ 5.9 When will Treasury entities 
transfer a Treasury debt to the 
Treasury Department’s Financial 
Management Service for collection? 

(a) Treasury entities will transfer 
any eligible debt that is more than 180 
days delinquent to the Financial Man-
agement Service for debt collection 
services, a process known as ‘‘cross- 
servicing.’’ See 31 U.S.C. 3711(g) and 31 
CFR 285.12. Treasury entities may 
transfer debts delinquent 180 days or 
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